entrepreneurial activity in two developed but otherwise dissimilar countries. Whereas the Netherlands is seen as an example of a more entrepreneurial economy, Japan can be regarded as a more managed economy that could be on the verge of a regime switch. Indeed, there are some interesting contradictions in terms of entrepreneurial activity in the two countries that demand further investigation, such as the contradictory developments of the business ownership rate. Besides examining the factors that explain the differences in entrepreneurial activity between the two countries, we also attempt to derive some specific policy recommendations for the two countries under study.
We base our analysis on a comprehensive study by Hartog et al. (2010) , who investigate a wide range of factors determining entrepreneurship at different stages-namely nascent entrepreneurship, young business (YB) entrepreneurship, established entrepreneurship-for twenty developed countries. Building on their empirical analysis, we apply a decomposition analysis to better understand the country differences in entrepreneurial activity. On the basis of regression outcomes and the underlying data of the study by Hartog et al. we analyze the fitted values for Japan and the Netherlands to find out which factors are most important for explaining the lower entrepreneurial activity rates witnessed in Japan and the higher entrepreneurship rates witnessed in the Netherlands in the period [2002] [2003] [2004] [2005] [2006] . In our analysis we benchmark the results for Japan and the Netherlands against the results for the group of twenty developed countries used in Hartog et al. A more general contribution of our analysis lies in the identification of factors that facilitate or hinder the transformation process from a managed to an entrepreneurial economy. This is helpful for decision makers designing and implementing government policies aimed at stimulating entrepreneurial activity. Moreover, since contributions of individual variables are expressed relative to a benchmark (i.e., the average for twenty developed countries), we can easily assess whether specific targets in terms of required changes in determining factors are realistic. For instance, when a factor contributes negatively to entrepreneurship in a country relative to other countries, it should be feasible to improve the performance of this factor since other countries apparently are able to do so as well.
The remainder of this chapter is structured as follows. In the next section we will illustrate the level and developments in entrepreneurial activity in Japan and the Netherlands. Subsequently, we discuss five groups of determinants of entrepreneurship as used in this study, based on Verheul et al. (2002) . In Section 4 we explain the decomposition method and provide a description of the variables included in the model of Hartog et al. (2010) . We present and discuss the results in Section 5, and conclude with Section 6. 1972 1976 1980 1984 1988 1992 1996 2000 2004 2008 2012 Note: The non-agricultural business ownership rate is defined as the number of ownermanagers of unincorporated and incorporated businesses (excluding businesses in agriculture, hunting, forestry and fishing), expressed as a percentage of the total labor force.
Source: COMPENDIA database, version 2011.1. (Wennekers et al., 2010, p. 169) One of the main reasons for the declining self-employment rate in Japan in the 1990s is the decline in real income of self-employed workers relative to employees, especially in the segment of workers older than 35 years (Genda and Kambayashi, 2002) . Figure 1 .2 presents the TEA rate, GEM's most well-known measure. It is a measure of new entrepreneurial activity, expressing the percentage of people in the adult population who are actively taking steps to start a new business or are owner-managers of YBs (< 3.5 years). At the beginning of the twenty-first century new-firm activity in Japan was relatively low. However, between 2004 and 2008, Japan's TEA rate has been catching up fast, corresponding with a period of high economic growth rates. The crisis seems to have caused a temporary setback of TEA rates, but in 2011 Japan's rate was back at the level of 2008. Hence, new entrepreneurship activity in Japan seems to lie at a structurally higher level compared to the beginning of the century. The Netherlands traditionally has an average level of start-up activity, but since 2009 it has been among the top industrialized countries in terms of early-stage entrepreneurial activity.
To be able to draw conclusions about factors that inhibit or promote Okamuro et al. (2011) . In summary, the Netherlands scores higher than Japan on most of the indicators considered, suggesting that the Dutch economy is closer to 'entrepreneurial economy' on the 'managed economy/entrepreneurial economy' spectrum. In the empirical analysis of this chapter we will investigate the causes of these differences.
DETERMINANTS OF ENTREPRENEURSHIP
A broad range of factors have been proposed to explain levels of entrepreneurship, including economic and social factors. Moreover, it is generally accepted that policy measures can influence the level of entrepreneurship in a country or region (Storey, 1994 (Storey, , 1999 . Several models have been developed to create insight into the origin of entrepreneurship and its consequences. Examples of such models include the GEM conceptual model by Reynolds et al. (1999 Reynolds et al. ( , 2000 ; the framework of entrepreneurship policy measures and policy typology as proposed by Stevenson and Lundström (2007) ; the country institutional profiles by Busenitz et al. (2000) ; and the eclectic framework as proposed by Verheul et al. (2002) . Despite substantial differences, these models have in common that they integrate factors from different disciplines to create a more complete understanding of the origin of the complex phenomenon of entrepreneurship. Indeed, the study of entrepreneurship cannot be confined to one discipline:
• Psychology studies have focused on motives and character traits of (potential) entrepreneurs. with the economic climate, including scarcity and opportunity costs, and technological development.
• The demographic perspective focuses largely on the impact of the demographic composition on entrepreneurship.
• Finally, from a policy perspective, governments can influence entrepreneurship through direct assistance and through reducing impediments to entrepreneurship, such as the administrative burden (Dennis, 2004) .
To investigate the determinants of entrepreneurial activity in the Netherlands and Japan we will use five groups of factors as derived from the eclectic framework (Verheul et al., 2002) . These include macro-economic conditions, technological factors, socio-demographics, the institutional environment, and cultural factors. In the eclectic framework these factors are captured by the demand side of entrepreneurship (creating opportunities for entrepreneurship), the supply side (generating potential individuals from the population who can perceive of and seize these opportunities), and government policies, respectively. For a detailed discussion of how each of these factors influence entrepreneurship, we refer to Okamuro et al. (2011) . The focus is on the factors included in the study by Hartog et al. (2010) .
METHODOLOGY
We build on the empirical analysis by Hartog et al. who, on the basis of data for twenty developed countries over the period [2002] [2003] [2004] [2005] [2006] , investigate a range of determining factors of entrepreneurship at three different stages: nascent, YB and established entrepreneurship. 1 Their estimation results can be found in Appendix 1.1. We apply a decomposition analysis to better understand the differences in entrepreneurial activity between Japan and the Netherlands. More specifically, the fitted (predicted) values of the levels of nascent, YB, and established entrepreneurship of the two countries (averaged over [2002] [2003] [2004] [2005] [2006] are decomposed into individual contributions of explanatory variables by multiplying the estimated coefficient by the country value of the variable. Furthermore, by grouping similar explanatory variables, we are able to assess the contribution to entrepreneurial activity of five groups of explanatory factors: macro-economic conditions, technological factors, socio-demographics, institutional environment, and cultural factors.
In our decomposition analysis we compute the contribution of each explanatory variable in deviation from the variable's overall sample average. In this way we can identify which variables contribute positively and negatively to entrepreneurship levels in Japan and the Netherlands. The twenty countries in the data set of Hartog et al. serve as a benchmark for assessing entrepreneurship determinants in Japan and the Netherlands. As a second benchmark, we also compare the results of the two countries with those of the United States. Table 1 .1 describes both the dependent and independent variables in this study, based on Hartog et al. (2010) . Data on nascent and YB entrepreneurship are taken from GEM, while data on established entrepreneurship (non-agricultural business ownership) are taken from the COMPENDIA database (Van Stel, 2005; Van Stel et al., 2010) . Information on macro-economic, technological, socio-demographic and institutional factors is derived from several Organisation for Economic Co-operation and Development (OECD) and World Bank sources, whereas the cultural indicators are taken from Hofstede (2001) . Table 1 .2 describes the dependent and independent variables for Japan, the Netherlands and the United States. Okamuro et al. (2011) also presents the entrepreneurship rates for the three countries in comparison with the other 17 countries included in Hartog et al. (2010) . Table 1 .3 presents the results of the decomposition analysis for YB entrepreneurship. Due to space limitations we are not able to include the corresponding results for nascent and established entrepreneurship, but we refer the reader to Okamuro et al. (2011) for results relating to these indicators. Though we include only data for YB entrepreneurship in the present chapter, the results relating to all three entrepreneurship indicators are still discussed below. The first data column in Table 1 .3 shows the average contribution of the determining factor to entrepreneurship (the coefficient times the value of the variable), averaged over all sample observations (all countries and years in the Hartog et al. sample). The second column provides the contribution for Japan (average 2002-2006) . For instance, we can see that, for the all-country sample, the contribution of the female labor share to the YB entrepreneurship rate is 2.29. For Japan this contribution is 2.11, i.e. lower than average. The third column indicates the deviation (2.11−2.29 = −0.18), expressed as a percentage of the overall sample average of the YB rate (2.97). Hence, the deviation is −0.18/2.97 = −6.30 percent. 2 In this way, the deviation of the Japanese YB rate from the overall country average can be decomposed into contributions per variable. So, as can be seen from the last row of the table, the YB rate for Japan (averaged over 2002-2006 ) is 1.14, while the overall country average is 2.97. Hence, the YB rate for Japan is 61.53 percent lower than the overall average YB rate. The 61.53 percent difference is composed of 57.66 percent for the explanatory variables in Hartog et al.'s model and 3.86 percent for the residual (the unexplained part). In turn, the 57.66 percent can be 
RESULTS
In this section we describe the results of the decomposition analysis, as shown in Table 1 .3 for the YB rate and in Okamuro et al. (2011) for the nascent rate and business ownership rate. It is important to mention that we will analyze the contributions of certain variables to entrepreneurship levels in the three countries relative to the sample averages of the 20 countries in the Hartog et al. study, which thus serve as a benchmark. This means, for instance, that we will sometimes speak of a positive contribution for a certain variable for a certain country, even if the sign in the estimation, as shown in Appendix 1.1, is negative. A positive contribution then means that the negative effect is smaller than average, so that, compared to the all-country average, the contribution to entrepreneurship is positive.
Macro-Economic Conditions
The decomposition results show that, as a whole, the macro-economic climate does not have a large effect on the three types of entrepreneurship (nascent, YB and established entrepreneurial activity), either in Japan or the Netherlands.
Technology
We find that the high R&D intensity in Japan (see Table 1 .2) contributes relatively strongly to lower rates of nascent and YB entrepreneurship rates in Japan. Ceteris paribus, the high R&D intensity in Japan explains 19.36 and 18.28 percentage points of the total gap between the Japanese entrepreneurship rates and the overall sample averages. This negative association reflects that formal R&D investments are dominated by large firms. Indeed, according to the OECD (2008), the share of business R&D expenditure of SMEs is only 8 percent in Japan (27 percent in the Netherlands and 14 percent in the United States).
Socio-Demographics
From the decomposition analysis we can derive that socio-demographics in both Japan and the Netherlands negatively contribute to nascent and YB activity (relative to the all-country average), where the contribution for Japan is even extremely low (again, relative to the benchmark). For nascent entrepreneurship this can mainly be attributed to the relatively low female labor share in Japan over the period [2002] [2003] [2004] [2005] [2006] (as compared to other countries). In fact, with a relatively low share of women in the labor force, there are effectively fewer people to undertake steps to start a company and pursue an entrepreneurial career. Nevertheless, according to the Employment Status Survey by the Ministry of Internal Affairs and Communications (MIC), the labor participation ratio of Japanese women increased between 1997 and 2007, especially for the 25-34 age group on which the burden of childcare falls. Furthermore, both in Japan and the Netherlands, the relatively low enrollment rates in tertiary education (which is lower than the US rate and the country average) seem to contribute to lower nascent and young entrepreneurial activity rates. In fact, new entrepreneurship energy often comes from young and highly educated people. 3
Institutional Environment
The decomposition analysis shows that, whereas for Japan (and the United States) the institutional environment positively affects entrepreneurship compared to the all-country average (the overall negative effects are relatively weak for these countries), for the Netherlands institutions are particularly harmful, especially for YB and established entrepreneurial activity. It appears that the largest part of the relatively strong negative effect for the Netherlands can be ascribed to the high levels of social security entitlements and employment protection that find their origin in the Dutch Polder Model which represents the consensus model in the Netherlands, introduced after the economic recessions of the 1970s and early 1980s. Obviously, high levels of social security discourage people from leaving secure waged jobs to start their own entrepreneurial career. Furthermore, stringent employment protection complicates hiring and firing, which could discourage potential entrepreneurs from starting new businesses. Although the Netherlands has recently reduced employment protection (for regular employment), it is still among the highest of all OECD countries (Ochel and Rohwer, 2009) . 4 In addition, social contributions still account for a large part of Dutch government revenues (Auer, 2000) .
The relative weakness of the negative effect (positive deviation) for Japan can be ascribed to a relatively low level of social security combined with relatively low taxes. In fact, in terms of taxes Japan seems to be on a par with the United States, a country that traditionally is characterized by low tax rates (see Table 1 .2). Note that, as opposed to tax as a percentage of GDP, the corporate tax rate in Japan is relatively high, which has a negative contribution to the business ownership rate (see Okamuro et al., 2011) .
Culture
Investigating the decomposition results for the cultural factors, we see again a striking difference for our two countries under investigation. Whereas cultural factors have overall positive effects on young and established entrepreneurial activity, these effects are considerably weaker in Japan than in the Netherlands. More specifically, we find that in Japan the high scores on Hofstede's (2001) power distance and masculinity indices, and the low score on the individualism index, strongly contribute to lower rates of young and established entrepreneurial activity in Japan, compared to the all-country average rates. Similar to Hofstede, Kashima et al. (1995) find that Japanese people scored higher on collectivism than Americans and Australians. The traditional collectivistic nature of Japanese people is not in line with the essentially individualistic nature of entrepreneurial activity, which explains the negative deviation.
CONCLUSIONS
Globalization and an increasing importance of knowledge in the production process have caused many developed countries to move from a more 'managed' to a more 'entrepreneurial' economy in recent decades. In the former type of economy, large and incumbent firms play a dominant role, exploiting economies of scale in a relatively certain economic environment. In the latter type, small and new firms play an increasingly important role, introducing new products and services in highly uncertain economic environments while quickly adapting to rapidly changing consumer preferences. The speed of adjustment in this transition process from a managed to an entrepreneurial economy varies by country. In this chapter we investigated the differences between a more 'managed' economy, Japan, characterized by relatively low levels of entrepreneurial activity, and a more 'entrepreneurial' economy, the Netherlands.
Building on earlier work by Hartog et al. (2010) , who explain crosscountry differences in three measures of entrepreneurial activity using five broad groups of explanatory variables, we applied a decomposition analysis to better understand the differences in entrepreneurial activity between Japan and the Netherlands. Our analysis offers a large array of interesting results. First, the contribution of individual explanatory factors varies across nascent, YB, and established entrepreneurship. This suggests that entrepreneurship in different stages of the entrepreneurial process is stimulated by different factors.
Second, we find that, in spite of higher levels of YB entrepreneurial activity and business ownership in the Netherlands, the country's institutional framework (in particular high levels of social security and employment protection) is considerably less favorable to entrepreneurship compared to Japan. On the other hand, cultural differences between the Netherlands and Japan explain a substantial part of the difference in entrepreneurship rates between the two countries.
Third, in terms of socio-demographics we have found that in Japan, the relatively low female labor force participation rate negatively contributes to the level of nascent entrepreneurial activity (relative to the all-country average). The low participation by women implies that the supply of potential (female) entrepreneurs is smaller than in other countries, resulting in fewer female entrepreneurs.
Our findings have implications for policy in the two selected countries. To the extent that governments want to (further) increase rates of entrepreneurship, policy in the Netherlands could consider altering incentive structures for labor market participants in favor of self-employment (relative to wage-employment), while Japan could consider stimulating an enterprising culture focusing more on, for example, rewarding individual achievement. Furthermore, encouraging more women to enter the labor force may also increase (nascent) entrepreneurship rates in Japan (Okamuro and Ikeuchi, 2017) . Although our empirical analysis provides guidance on how to raise national entrepreneurship rates, policy makers should understand that more entrepreneurs is not always better from an economic perspective. Just promoting new and small firms may be too simplistic a policy response (Thurik et al., 2013) . Our analysis did not take into consideration the quality (skills and education level) of these entrepreneurs (Shane, 2009; Van Praag and Van Stel, 2013) . Although focusing on the quality of entrepreneurship is naturally desirable for any economy, it may be particularly appropriate for the Netherlands, given the current high rates of entrepreneurship (see Figures 1.1 and 1.2) . Thus, it is reassuring that altering incentive structures in favor of self-employment (in particular, lowering employment protection) is likely to stimulate particularly highaspiration entrepreneurs and opportunity entrepreneurs (Autio, 2011; Van Stel et al., 2007) .
In terms of research implications, the method applied in this chapter can also easily be applied to investigate and compare the entrepreneurial climate in other countries. Furthermore, it can also be used to study the conditions for particular types of entrepreneurship, such as high-growth, female and minority entrepreneurship. Italy, the Netherlands, Portugal, Spain, Sweden, the United Kingdom, Norway, Switzerland, the USA, Japan, Canada, Australia, and New Zealand. 2. Actually, −0.18/2.97 = −6.06 percent. However, the number in the table (−6.30 percent) is computed based on more decimals for the contribution variables, and the overall average of YB entrepreneurial activity. 3. For Japan this is not straightforward, however, as highly educated individuals tend to opt less often for self-employment, possibly because of higher risk and opportunity costs (Okamuro, 2008) . 4. Note that employment protection for temporary workers in the Netherlands is less strict as compared to other OECD countries. Notes: * Significant at 10% level; ** significant at 5% level; *** significant at 1% level; t-values in brackets; year dummies included but not reported. Results obtained through seemingly unrelated regression (SUR) estimation.
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